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Summary of Errata to USPS LR-H-111 

Page 3: 

Page 4: 

Page 9: 

Page 14: 

Page 15: 

App. A, Table 1: 

App. A, Table 3: 

App. B, Table 1: 

App. B, Table 6: 

A reference to Docket No. MC96-2, USPS LR-PRR-7 has 
been added. 

A reference to USPS LR-H-195 has been added. 

In Number 6, the reference to USPS LR-H-105 was changed 
to USPS LR-H-190 and Docket No. MC96-2, USPS LR- 
PRR-2. 

A reference to USPS LR-H-195 has been added. 

A reference to USPS LR-H-195 has been added. 

The footnote has been revised to include USPS LR-H- 
195. 

Under SCF and BMC Originating Mail, the labels defining 
the percentages have been changed. 

Footnote 7 has been corrected. It now reads “cost per 
pound of the lntra-SW leg, instead of “cost per pound of 
the Inter-SCF” leg. 

Footnotes 4 and 5 have been refined, and Footnotes 6 and 
7 havebeenadded. 

App. C, Tables 5-7: Above Table 6, the reference to USPS LR-H-195 has been 

App. C, Table 8: 

App. E, Table 1: 

App. E, Table 2: 

App. E, Table 3: 

App. E, Table 8: 

App. F, Sect 4.0: 

added. 

A reference to USPS LR-H-195 has been added. 

Ibid. 

Ibid. 

ibid. 

Ibid. 

Several references have been changed from USPS LR-H- 
105 to USPS LR-H-190. 
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App. G, Sect. 4.0: Several references have been changed from USPS LR-H- 
105 to Docket No. MC96-2, USPS LR-PRR-2. 
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3.0 Dropship Methodology 

3.1 Standard Mail (A) Transportation Methodology 

This section reviews the existing methodology for estimating the transportation 

cost savings that result from bulk rate Standard Mail (A) that is dropshipped to 

the DBMC, DSCF, and DDU. As stated above, this methodology was last 

presented in USPS-T-g, Docket No. MC951, 

The first step in the methodology is to calculate how much transportation cost 

the Postal Service would avoid, per pound, if all bulk rate Standard Mail (A) were 

dropshipped by the mailer to the DDU. In this scenario, the Postal Service would 

avoid most purchased transportation costs and certain postal-owned vehicle 

costs. Dividing total test year (TY) adjusted Standard Mail (A) transportation 

costs by total TY Standard Mail (A) pounds yields 5.56 cents, which is the cost 

per pound incurred by the Postal Service to transport the total volume of bulk 

rate Standard Mail (A) to the DDU (see Appendix B). Once the unit cost to the 

Postal Service of transporting all Standard Mail (A) to the DDU has been 

calculated, the transportation equation used by Mr. Acheson’ can be set up: 

Transportation Equation: cv”“” * x”“‘“) + cp” * X0”“) + (F- * XD”‘) = 5.56 

P”: Percentage of mail that Is dropshipped lo non-destination facilities or plantloaded to all facilities. 
x”“‘“: Unit cost to the Postal Service of transpotiingY”“‘” to the destination delivery unfi. 

pw: Percentage of mail that is dropshipped to a destination BMC. 
fwr. Unit tort to the Postal Sewice of transporting? to the destination delivery unR, 

F’: Percentage of mail that is dropshipped to a destination SCF. 
pCF. ““it cost to the Pmtal Service ortransportingPYF to the destination delivery unit 

s.56: Unl cost to the Postal Sewice of transporting all Standard Mail (A) to the destination delivery unit 

The purpose of the equation is to calculate the cost savings to the Postal 

Service when mail is dropshipped at the DBMC, the DSCF, and the DDU. 

’ Docket No. MCQS-1, USPS-T-Q, page 3. 

3 - 
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First, an estimate is made for all variables in the equation except Xorigin. Next, the 

equation can be solved for a value of Xarigin, which represents the costs avoided 

by mail that is dropshipped to the DDU. The value of (Xodg’” - XoBMC) represents 

the costs avoided by mail that is dropshipped to the DBMC. The value of (XoriGi” - 

XDSCF) represents the costs avoided by mail that is dropshipped to the DSCF. 

Estimates for the percentage of mail dropshipped to origin and destination 

facilities (yw”‘“, YDaMC, and YDscF) come from mail characteristics data presented 

and YDSCF to the DDU, are derived using Mr. Acheson’s mail flow methodology.* 

These values are estimated using a three-step process. First, total TY volume 

variable transportation costs are divided into three categories: Intra-BMC, Intra- 

SCF, and Other. Transportation costs are divided in this manner because only 

the costs on Intra-BMC and Intra-SCF transportation legs are needed in order to 

solve the transportation equation. Second, the amount of test year pounds 

travelled on Intra-BMC and Intra-SCF legs is calculated. These estimates are 

derived using the entry profile data and mail flowpath model. Third, the costs on 

each leg are divided by the pounds to yield the cost per pound on both Intra- 

BMC and Intra-SCF transportation legs. 

When the equation is solved, XDriGi” equals 11.08 cents, XDaMC equals 3.39 cents 

and XDscF equals 2.02 cents. Therefore, the transportation cost avoidance per 

pound for dropshipping bulk rate Standard Mail (A) to the DBMC is 7.69 cents 

per pound, the transportation cost avoidance per pound for dropshipping bulk 

rate Standard Mail (A) to the DSCF is 9.06 cents per pound, and the 

transportation cost avoidance per pound for dropshipping bulk rate Standard 

Mail (A) to the DDU is 11.08 cents per pound. 

* Docket No. MC95-1, USPS-T-Q, pages 8-12. 
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1. The volume variability of the productivities (USPS-T-12, Table 4). 

2. Test Year 1998 ClerklMailhandler Wage Rate (USPS LR-H-146). 

3. Premium Pay Factor (USPS LR-H-77). 

4. Piggyback Factors (USPS LR-H-77). 

5. Base Year 1996 Pieces per Pound (1996 RPW). 

9 
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avoidance estimates in MC96-2. Because of the new methodology for 

calculating mail processing costs, it is impossible to calculate a LIOCATT 

platform cost benchmark. Because the benchmark costs are no longer 

available, the CRA reconciliation was not included in this analysis, 

Since this analysis closely resembles witness Acheson’s work, many of the 

inputs come directly from Docket No. MC96-2, USPS LR-PRR-7, including: 

1. The proportion of mail on each of the flowpaths (Docket No. MC96-2, Exhibit 

USPS LR-PRR-7B). 

2. The probability of each operation occurring for each container and sort level 

(Docket No. MC96-2, USPS LR-PRR-7, pages 21-35). 

3. MTM productivities for each operation (Docket No. MC96-2, USPS LR-PRR- 

7, pages 4042). 

4. Personal Needs, Fatigue and Delay (P,F, and D) Factor (Docket No. MC91- 

3, Exhibit USPS-T-2D at 4, footnote 4). 

5. The Input Percentages for Sack and Tray Models (Docket No. MC96-2, 

USPS LR-PRR-7, pages 36-39). 

6. BMC Realization Factor (Docket No. R94-1, Tr. 8/4006). 

Many of the inputs were changed and updated for Docket No. R97-1. These 

changes and where they are located are listed here. 

2. Test Year 1998 Bulk Rate Pieces (Exhibit USPS6A). 

3. Base Year 1996 Bulk Rate Pieces and Pounds (1996 RPW). 

4. Volume Variability of MTM Productivities (USPS-T-12, Table 4). 

5. Overhead Factors (USPS LR-H-146, Part 7). 

6. Piggyback Factors (USPS LR-H-77). 

14 - 



Appendix A, Table 1 
Entry Profile For Bulk Standard Mall (A) in Pounds 11 

Percent Percent 
Point 0, Deposit Dropshipped Plantloaded Total 

Originating D” (OW 3.94% 0.67% 4.61% 
Orioinatinp SCF (OSCFJ 10.61% 0.65% 11.46% 
Originating BMC (OSMC) 2.53% 14.66% 17.46% 
Cestinding EMC (DSMC) 26.31% 0.90% 29.20% 
D&hating SCF (DSCF) 3558% 0.55% 3613% 
Cestinatlng DU (DDU) 1.11% 0.00% 1.11% 

TotaIr 62.26% 17.72% 100.00% 
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Appendix 6, Table 1 
Results 

Solving me Equation: 

Y-F 35.03% 2, 
x-: solve ‘0, oli* variable. y 

“WUC. 
.p& 

26.31% 4, 
10.0339 y 

yDsc’. 
.pcr~ 

35.58% @/ 
so.0202 z, 

21: SO.0556 Q/ 
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Appendix Et, Table 8 
Projection of Standard Mail (A) Base Year Transportation Costs Into Test Year Cost6 

(11 

AcC:o”nt Base Year costs 
Dome&c Airmail 

Loc5e sack mntainer rate 8 CNET 214.273 

-I- 

Inka-Alaska preferential 
Intra-Alaska non-preferential 
Intra-Hawaii 
Nelwvrk 
Western air 
Air taxi 

Highway Service 
Intra-SCF 
Intra-BMC 
Inter-SCF 
Inter-SMC 
Postal-Owed Vehicle Costs (RR) 
Postal-Omed Vehicle Costs (NP) 
Plant lwded 
Contract term mn damage 
Area bw 
Emply equipment 
Alaskan highway swice 

Railroad Service 
Passenger rail 
Freight rail 
Plant loaded 
Damage and Empty equipment 

Domestic Water 
Inland 
Offshore 

s2,202 
5942 

21,088 
S296 

SE 

571,264 
SW351 
s21.996 
571,338 
swwo 
59.454 

510.643 
1361 
xl 

S777 
52.649 

S3265 
568,322 
swx 
$7,034 

5211 
58,407 

14 
Projection 

Factor i T 

I .2no 216.226 
I .2no S2,612 
I .2no 51,2x3 
I .2no s1,369 
I .2no 1376 
1.2770 933 
I .2no 2985 

1.2469 
1.2469 
1.2469 
1.2469 
1.549 
1.557 

I.2489 
1.2469 
I.2489 
1.2489 
1.2489 

1.1739 
1.1739 
1.1739 
1.1739 

1.1982 
1.1962 

$69,373 
Sa5,36n 
527,470 
289,091 

$139,410 
514,72-l 
$13,541 

S476 

SO 
u,308 

$3,656 
S6r,202 
S7,c”m 
SE.257 

S253 
510,073 

[31 

esl Year costs 
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Appendix E, Table 6 
Adjustments made to Handling limes to Convert them to Costs 

Parjonal Needs, Fatigue. and Delay (P. F, and D factor): 

Overhead Factors: SCF Platform 
SCF Manual Sack Sort 
ACDCS Scanning 
BMC Platform 
BMC Sack Sorting Machine 
Non-MODS 

1.539 2 
1.559 2 
1.374 2 
1.466 ’ 
1.406 2 
1.201 2 

1.15 ’ 

Piggyback factors: 

Operation 

Opening Units 

All Facilities BMC Non-BMC 

1.610 3 
Other mail processing 
Platform 
Sack sorting maching 

1.405 3 
2.125 3 1.844 3 
2.414 -J 1.942 3 

FY 1996 Average Hourly Wage Rata for ClerkslMailhandlers $25.45 4 

Premium Pay Factor 0.958 5 

BMC Realization Factor 0.9713 6 

Pieces per Sack 141 7 
Pieces per Tray 188, 
Pieces per Pallet 5763 ’ 

1. Personal Needs, Fatigue and Delay Factor (Docket No. MC96-2. USPS LR-PRR-7). 
2. Mail Processing operation specific overhead factors for modeled costs (USPS LR-H-146, Part 7). 
3. USPS LR-H-77. 
4. USPS LR-H-146. 
5. USPS LR-H-77. 
6. R94-I, Tr. a/4006. ~~~~~isit;;ri~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon all 

participants of record in this proceeding in accordance with section 12 of the Rules of 

Practice. 

475 L’Enfant Plaza West, SW. 
Washington, D.C. 2026&1137 
October 28,1997 


